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1.  THE  BUDGET. 

The  budget  for  the  year  1928/29  presented  to 
tibe  Chamber  provides  for  a  gross  revenue  of 
2,525,702,596  zlotys  and,  for  a  gross  expenditure  of 
2,478,370,242  zlotys.  ' 

I  consider  it  to  be  my  duty  to  analyse  in  detail  R«vmm«. 
the  income  side  of  the  budget,  this  being  the  decisive 
factor  as  to  its  practibility. 

Wit^  this  object  in  view,  I  am  quoting  th,e  reve- 
nue figures  for  the  last  few  years,  which  are  as  fol- 
lows; 

in  1924   .    .    1,370  million  zlotys 
,      in  1925    .    .    1,615  ., 

in  1926  .  .  1,906  „ 
in  1927   .   .   2,568     „  „ 

It  is  not  possiMe  at  this  moment  to  give  the  exact 
revenue  figure  for  the  budgetary  year  1927/28,  but  i 
consider,  on  the  basis  of  the  estimates  for  March  of 
this  yecu:,  and  the  receipts  for  the  first  eleven  months 

of  IlK^sitf  ^ilMfc  it  shmad  3^780  naHon 

zlotys. 

tkmed  figures  are,  however,  not,  absolutely  representa- 
tive oitW^aiuationt^foi^^tiM^^^ 
be  ccmverted  into  gold  francs  and  into  index  francs 
(expressing  the  pre-war  purchas^ig^MMMi;  ^>  th»  gold 


francs  computed  according  to  the  index  number  of 
^olesale  prices.   Basis:  1914  =  100). 

Applying  this  conversion,  we  obtain  the  following 

revenue  figures: 

for  1924     1.370  millioa  ^pld  francs  and  1,21 1  million  index  francs 
„  1925    1,487     ,      n       i,    ;  ,       ,  » 

„   1926    1,113     „      „  1,118     „       „  „ 

J,    1927/8  1.570      „       „        „       „    1,390     „        „  „ 

On  the  basis  of  these  figures,  we  must  come  to  the 
conclusion  that  1927/28  was  an  exceptionally  favour- 
able year,  as  the  aggregate  of  revenue  received  con- 
siderably exceeded  the  figures  for  the  preceding  three 
years,  whether  these  be  expressed  in  paper  zlotys 
in  gold  francs,  or  in  index  francs. 

These  results  may  be  ascribed  to  the  favoturable 
economic  conjunctures,  wldch,  even  more  tium  the  as- 
sessment oi  taxation,  decide  the  magnitude  of  state 
receipts;  a  question  which  will  be  referred  to  subse- 
quently. I  now  desire  to  consider  the  various  items 
compriung  the  revenue  side  oi  the  budget  estimates 
for  1928/29. 

The  greater  portion  of  the  state  revenue  is  derived 
from  public  levies  and  state  monopolies,  which  to- 
getiber  account  foe  Z.  2jmM^M>  oi  the  l^gei  esti- 
mates. 

This  figure  is  lower  than  that  attained  during  the 
calendar  year  1927,  nanely,  2419400j00&  aad  is 
nearly  equal  to  that  of  the  receipts  for  the  first  eleven 
nKMnlhs  <rf  the  bucigetanr  T«ftr  >1A37^  (iron  April  1, 
1927  to  February  29, 1928),  amounting  to  2,048,314,461. 

The/loUowiai  tigusw^testify  to  the  extreme  cau^ 
tion  exercised  in  the  preparation  of  the  estiflHiies  for 
(;be:«oiniag  finanfiiaA  yxu^ 


The  receipts  from  the  Industrial  Tax  are  put 
at  only  210  imUioD  zlotys,  whilst  the  a^iial,  mveoue 

from  this  source  for  the  first  eleven  months  of  tiw  budg'p 

Mary  ?«tc  It9a7/2a  mmmM.  M       m\)im  ilotys* 

Customs  receipts  are  estimated  at  280  million  zlo- 
tys «t  eoMpared  with  315  vmillioa- i^lys  for  the  first 

eleven  months  of  the  budgetary  year  1927/28. 

'  '  The  rec«pte  from  the  Income  Tax,  Iwve  also 

been  estimated  at  the  modest  figtu'e  of  180  million  zlo- 
tys. This  tax  yielded  39  million  zlotys  ki  1924,  €2  mil- 
lion zlotys  in  1925,  104  million  zlotys  in  1926,  and 
157  million  zlotys  for  the  first  eleven  montiis  of  1927/28. 
Taking  into  consideration  the  rate  of  development  of 
this  tax,  a  much  larger  yield  may  be  expected  from  this 
source  during  the  coming  year.  '  '  ' 

There  can  be  no  doubt  that  receipts  from  State 

monopolies  will  also  exceed  the  estimates,  as  was  the 
•case  during  the  current  year. 

On  the  other  hand«  we  cannot  close  our  eyes  to 
the  possibility  of  the  exceptionally  favourable  circum- 
stances of  1927,  changing  for  the  worse,  this  possibili- 
iy  is  indicated  by  a  number  of  symptoms,  which  t^d 
io  show  that  we  cannot  really  count  in  the  future,  upon 
such  a  rapid  growth  in  State  revenues. 

We  shall,  however,  in  any  case,  have  attained 
^  surplus  of  35%  over  the  budget  estimates  for  1927/8. 

It  is  significant  that  during  last  yftar's,  debates  on 
the  budget  estimates,  both  at  the  plenary  session  of  the 
Seym,  and  in  the  Budget  Commission,  the  majority  of 
ilie  speak«ta  c«iDsidered  a  budget  <^  1,990  inUlioa  slotys 
io  be  both  inflated  and  impracticable,  the  Income  Tax 
^  ^tat» ,  fAfmrn^UM  ^oceiviQg,  tl^  itoil  «aliiBis».: 


I  believe,  Gentlemen,  that  in  the  light  of  the  re- 
sults ttttaSsed,  yott  will  not  A^yse  me  of  exoes^ive  opf» 
timism  in  the  preparation  of  the  budget  for  1928/29, 
Uiir4olal  ok  wkicb  is  M«w  4k»  actual  veoeipts  ioK  tbft 
current  year. 

I  alsa  believe  tlMi  .the  execution  of  the  revenues 
estimates  will,  in  practice,  yield  a  oonsiderable  sturpkia 
whkk  sbpuld  serve  to  protect  us  agiainst  all  unforeseen 
eventualities  and  to  guarantee  the  continued  mainte- 
nance, of  a  balanced  budget. 
Expend-  The  expenditure  side  of  the  bur^et  estimates  lor 
1928/29  amounts  to  490  million  zlotys  in  excess  of  the 
li^ure  acscepUd  by  the  Li^i$lati<ye  ^QimBh^a  i^^  Jli^ 
1927/28  Budget. 

This  considerable  increase  applies  aimost  exclu* 
siirely  to  the  group  of  productive  expenses.  Thua 
practical  administrative  expenditture,  so  important  to 
domestic  industry,  has  risen  by  109  million  zlotys;  the: 
departmental  expenditure  of  the  various  ministries 
has  by  258  million  zlotys,  investment  outlays,, 

contained  in  the  Administration's  budget  itself  and  in 
additional  payments  to  State  enterprises  have  risea 
by  58.5  million  zlotys,  and  amount  to  160  million  zlo- 
tys, exclusive  of  the  sum  of  88,160,000  zlotys  also 
intended  for  investment  purposes,  submitted  separately 
in  an  Extraordinary  State  Investments  Bill. 

Attention  should*  also  be  givetf  to  tte  f act  thi^ 
the  fimmeial  program  of  the  State  enterprises  also 
tfliew»  1^  iaeree^  ^*!  t^'mMKmi  zlotys  in  inv^fancats} 
157,000,000  of  this  being  for  the  State  Railways,  and. 

W^'ihe  PM«al  and  Tde^aph  investments; 
The  Budget        The  estimated  surplus  of  revenue  over  expend-^ 


This  surplus  on  the  one  hand,  and  the  modest 
«atimafe  <rf  wiim  m  tttto  etfiery  :luive  hMfiv  dictated 
by  the  necessity  of  maintaining  budget  equilibrium* 

^Tba .  vnMmmtmtt  thia  ief^uiUhiim  .wiU,  also 
undoubtedly  be  assisted  by  a  more  practical  estimate 
oi  atftte  tfaBpwidilMiaft  jetonwialiiig  lo  a  .ir«iy^.«ic|M!ii^  the 
dangers  of  supplementary  credits. 

,A.  balanced,  budget  was  only  attained  by  ^  us.  The  problem 
alter  mmiy  yeari  of  budget  deficits,  for  the  first  time  eq„aSilw 
in  the  second,  half  of  1926.  The  budget  surplus  achiev- 
«di{ar.'.lfaR3tw8Bd  llftH'ryeftr  of  1926.  and  for  the  first 
quarter  of  1927,  amounted  to  181,9  /jiillion  zloty$.. 
After  ceverii^  the  ddiicit  of  the  second  quarter  of 
1926,  the  financial  year  1926/27  (from  April  1,  1926 

to  March  M,,  tmh  Mma^lm^'mih  a  aurp^^.  1^ 
million  zlotys. 

Every  month  of  tl»e  financial  year  19!27/^>  eclnb^ 
ited  a  surpliffi*  ^  receipts  over  disbursements,  and  ^e 
working  of  the  budget  gave  a  total  surplus  of  3444j^ 
minion;  <xlotys  *fw<4fae'first  ^cven  months  of  the  year. 

I  can  state  without  the  slightest  exaggeration,  that 
iimifgn9a^*QvmmmukUmms  tM  the  fiaaacial  success- 
es it  has- attained  up  to  the  present,  to  its  firm  policy 
of  .jreapfaing  and.mtinfiiiqiit  ai  bidaaced;  Mget. 

In  a  country  such  as  Poland,  which  lacks  capital; 
which  has  still  to  reconstruct  its.inditttries  luiacd  di«>> 
ing  the  War;  which  has  but  recently  issued  from  the 
c|ia^  of  cy^fffUf^y  iniiMif^ 

menaced  by  a  fluctuating  and  uncertain  trade  balance; 
a  balanced  budget  should  consti||ite«  if.  J  oiayt  ^O-  put^ 
it,,  the  backbone  of  its  financial  system. 

Polish  public  opinion,  for  a  long  time  ^sufficient- 
ly mlfffm^m  iNWH^l  ffoblems,  and  und^standing 
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but  imperfectly  questknis  of  on  <eoaomic  and  •  Mnam^ 
dal  nature,  has,  after  a  series  of  unfortunate  cxperi- 
encest  and  specially  saii<»  ilM  crki*  «i  imally  ua^v 
derstood  the  necessity  for  a  cautious  and  farseein^ 

Bnaaeial  pelky. 

The  same  was  the  case  with  the  legislative  bodies, 
idbich  had  so  far  faiied  to  appraise  the  importance 
of  a  balanced  budget,  at'  its  full  Wofth,  Aat  after 
tiie  deficit  of  1924,  at  a  time  when  Poland  was 
undergoing  the  disastw  of  a  harvest  faul«i»»  4l»  Seym, 
in  1925,  passed  a  budget  of  which  the  expenditures 
deeded  by  40%  tiie  aetyal  buidget  foeaapts  of  tW 

IMievious  year. 

It  was  only  ls«»atds  the  cod  of  192$r  under  the 
pressure  of  a  disquieted  public  opinion,  that  the  Leg- 
islature dian^  ite  poUoy,  putting  the  question  of 
budgetary  equilibrium  in  a  fciremost  place,  this  result- 
ittg  in  th«  pas«ng  of  an  Act  dealing  with,  "measures 
for  the  assurance  of  budgetary  equilibrium". 

The  genial  realisation,  since  the  auttuun  of  1925, 
of  the  supreme  importance  of  an  eeonow&c  budget 
policy,  has  facilitated  the  work  of  the  successive  Min- 
isters of  Finance,  aad  aflordMl  them  the  powerful 
support  of  public  opinion ;  which  has  undoubtedly  con- 
tribiM  to  a  wy  grei^  'Witent  to  the  improvement  in 
the  financial  situation. 

I  cannot,  therefore,  pais  over  ta  sUence  certain 
signs  of  a  change  in  public  feeling,  —  signs  all  the  more 
danferoua  in  that  they  follow  from  the  specific  nature 
of  Polish  national  psychology,  j  . 

I  have  in  mind  in  tiie  first  place,  newspapfdr  Wti-^ 
cles,  which  have  of  late  appeared  wi^  kicreasillg  fre- 
quency, imputtng  that  the  Minister  of  Finince  is  unnec- 


essarily  collectmg  revenues  in  excess  of  budget  esti- 
mates; that  he  is  amassing  Treasury  reserves  to  the 
detriment  of  economic  life;  that  he  does  not  decrease 
taxation,  and  so  on. 

Even  persons  considering  themselves  to  have  a  se- 
rious voice  m  finasoial  and  iOeoMMEDtc  mattevs  cndeav-* 
our  to  teach  the  Finance  Minister  that  budget  sur- 
pluses haxoe  no  place  ia  a  pn^wrly  conducted  financial 
policy,  and  that  the  collection  of  revenues  should  be 
adjusted  monthly  according' to  the  expenses  incurred. 

At  the  same  time,  the  Minister  is  called  upon  to 
furnish,  apart  from  the  daily  increasing  budgetary 
expenses,  funds  lor  all  tliose  exigendes  wbicb  arise  in 
our  economic  life,  such  as  commtmal  investments,  land 
am^ioralaon,  boiidmg,  long^teim  cred^,  et&,  and  all 
this  to  an  extent  many  times  exceeding  our  present 
flfum^rHil  oossibiiities. 

I  cannot  help  seeing  in  all  this  the  danger  of  a  re- 
turn to  those  ooaditioiia  which  existed  during  the  first 
few  years  of  our  independent  existence,  when  mira- 
cles were  expected  of  the  Finance  Ministers,  when  it 
was  demanded  that  they  collect  the  minimum  of 
taxes  or  rather  refrain  from  doing  so  altogether, 
wiule'^at  the  same  time  they  were  expected  to  furnish 
unlimited  means  for  the  satisfaction  of  every  require- 
ment.'' 

I  consider  it  to  be  my  duty  to  state  with  all  possi- 
ble emi^hasis,  that  the  leyemies  of  the  State  are  de- 
pendent on  the  general  situation;  that  the  duty  of  the 
Minister  of  Finance  is  to  t|ike^  advantage  of  favourable 
conjuncttu'es  and  to  create  reserves  of  money  for  a  fu- 
ture time,  when  the  prospects  may  have  changed  and 
reycnuM  not  come  up  t^^eaEpeeUUxsm. 


» 
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The  depreciatiMr  oi  ili«kCMif«a«yJbAS.«Uce«4y,k»w? 

ered  the  receipts  from  indirect,  and  to  a  certain 

those  from  dicect,  tax«s« 

The  favourable  conjunctures  which  have  lasted 
for  the  past  year  or  more,  can  in  no  way  be  Qoosidered 
as  a  reason  fcnr  a  rednctron  in  tazationf  the  flKMre  le  at 
State  ejsLpenditures  are  growing,  and  the  problem  of 
the  improvement  of  the  tttnation  of  the  at«te. 
ployees  remains  unsolved. 
TrMMttty  Quite  f  antaatao  i^fiorls  are  mmmi  cegfyr^^n^hudg- 
raiarr**.       reserves.    Certain   organs  of  the  press  estimate 

them  at  a.  iiguce  weU  oyec  a  miUiard  zloiy<s. 

I  should  be  greatly  saAbfied  were  this  really  the 
case. 

Ifaforttmately,  I  am  not  a  magidan  lyid  oumol 
create  free  reserves  excetsding,  tne  budgetary  econo- 
mies actually  attained. 

I  shall  permit  myself  to  qjiote  figures  concerning 

tihis  point.  : 

On  December  31,  1927,  the  balance  of  the  Treas- 
ury's working  funds  totalled  460.  million  zlotys. 

An  important  part  of  the  items  figuring  amongst 
the  astela^i  the  Treasury  -rr-  totalling  over  225  million 
zlotys  —  can,  from  economic  and  pdl>liG  conadeNCUonSf 
only  be  withdrawn  gradually.  In  this  category  belong 
Treasury  dotations  to  the  National  £conc»mic  Bank  and 
to  the  State  Agrarian  Bank,  loans  to  local  government 
authorities^  and  advanees  on  salaries. 

If  further  we  take  into  consideration  the  fact 
that  the  GawmBtKik  hka  mppto^^  ^aad'  presented  to 
the  Seym  a  bill  for  the  employment  of  88  million  zlotys 
frmn  the  Treasury  reserves  for  State  .investm»ats,  and 
also  that  the  aiigmentatipn  of  the  capital  of  the  State 


Agrartatr  Bank  by  75  maltion  alotys  has  not  yet  been 

passed  through  the  books,  we  cannot  but  come  to  the 
Gondittion  that  there  eas  be  no  quettaen  ol  the  ummm* 

bilisation  by  the  Minister  of  Finance  of  a  miffiar d  zloty 
reswKttiiuad*  .    'i.-i.i.  . 

Even  together  with  the  special  reserve  of 
75|090,000  derived  horn  the  AlMncaa  Loaa^  tbe  Min- 
istry of  Finance  will  have  at  the  Bank  of  Poland 
but  a  rolatively  modest  suiiiv  e^sea^ial  in  view  of  the 
ever  -  present  possibility  of  transient  financial  dIKi* 
culties# 

It  is  true  that  the  Treasury  has  at  its  disposal, 
apart  from  budget  reserves^  considerable  sums  derived 
from  the  Stabilisation  Loan ;  these  sums  cannot, 
however,  be  taken  into  account,  since  they  are  ear- 
marked for  a  special  purpose,  viz.  that  of  replacing 
the  remaining  Treasury  notes  by  silver  coinage  (90  mil- 
lion zlotys)  and  of  providing  credit  support  for  agri- 
culture  and  State  enterprises  (141  million  zlotys). 

■ .  .  The  abo¥e  data  ghr^itl/i  suffir^^  io,  disiM&L  iinifipflindffd 
illusions,  and  to  convince  even  our  amateur  eccmo- 
mists  that  we  may  not  rest  npc^  our  laurels. 
taking  no  thought  for  the  morrow,  proceed  to  use  up 
the  milliard  of  Treasury  reserves  said  tp.Jt^^v.e  be^ 
aocraatdated  by  the  Ministry  of  Finanee. 

If  the  budget  situation  has  improved;  if  we  are 
in  a  position  to  assign  larger  stuns  for  investment 
and  econ<Hnic  purposes;  if  we  have  at  our  disposal 
a  modest  sum  of  Treasury  reserves  put  away,  if  I  may 
say  so,  for  a  rainy  day,  we  should  be  gratified  with 
the  n^ts  so  far  ^lihtained^  *  And  eenfSmttii  wiSi  redooUed 
vigor  otu:  task  of  creating  the  prosperity  of  our  country. 
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service 
question 


The  results  attnncd  with  sudi  «f  foti  have  made 

their  beneficial  influence  felt  by  the  whol?  nation,  and 
nffl— nt  hr  illtriirnd  In  hf  nranttd 
The  civil        We  should  not  further  foifet  the  lot  of  state  em- 
ployees, whose  c(»idition  urgently  calls  iix*  improve* 

m^t  t^0i 
As  yott  know,  Goittemcii,  the  pfesaii  GovenMnent 

has  abolished  the  reductions  in  the  salaries  of  civil 
servants^  introduced  hy  the  Act  «i  l>eceahfv.  22. 193^ 
has  introduced  an  increase  of  10%  in  salaries  (Act 
of  December  18,  1926)  and  has  further,  on  the  strength 
of  two  decrees,  dated  August  17,  1927  and  January  23, 
1928  respectively,  effected  to  state  employees  two 
extra  payments,  which  together  burdened  the  admin- 
istrative budget  with  an  expense  of  73  million  zloty^ 
When  giving  immediate  help  to  state  employees 
by  means  of  these  jpayments,  the  Government  did.  not 
lose  sight  of  the  necessity  for  permanent  improvement 
in  the  living  conditions  of  civil  servants,  but,  not  being 
able  to  place  this  upon  a  conjunctural  basis,  as  being 
uncertain  and  unstable,  made  the  fundamental  reform 
uf  salaries  ccmdittonal  upon  the  concession  by  the  Leg- 
mUAme  M  new  imtt^  o 

The  plans  for  fiscal  legislation  elaborated  by  the 
Miiiistry  t>f  Finaaeei  tMemely: 


1.  A  permanent  Income  Tax. 

2.  An  increase  in  the  assessment  of  Land  Taxes. 

3.  A  Building-property  TaaK. 

which  will  be  discussed  later,  have  as  their  object  the 
securing  of  a  tQtal  revenue  of  200  mUlipn  ziotys  ipr 
the  improvement  oi  the  living  conditions  of  state  em- 
plqyees.    .       ,  i 
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In  accordance  with  the  announoemeiit  made  by  ^^J*^ 

nryself  to  the  Seym  on  November  13,  1926,  the  Ministry 
of  f  maaoe  had,  in  the  auluBUi  tA  1926,  ahready  com- 
menced preliminary  studies  upon  fiscal  reform  and 
Ims  ekborated  m  aitiiihcr  oi  iiew  laws  in  this  domain. 

I  shall  mention  only  the  most  important  of  the 

fmfeett  pM9>aved,  i  c. 

1 .  a  bill  dealing  with  Income  Tax,  and 

2.  a  bill  dealing  with  the  repartition  of  sources 
iA  taxation  between  the  State  and  local  govefament 
authorities. 

The  proposed  new  scheme  lor  income  taxation, 
based  upon  the  Belgian  and  French  models,  entertuns 
the  iiBpowtkiii  -oi  taxet  upon  penoas  hy  «  aenes 

of  proportional  fractional  taxes  (schedulary  taxes) 
which  would  r^er  to  each  separate  item  of  income, 
as  well  as  a  general  complementary  progressive  tax 
which  would  be  incident  upon  the  aggregate  income 
of  the  tax-payer. 

The  incomes  of  corporate  units,  as  fixed  on  the 
bams  of  their  hooks,  would  he  taxed  according  to  a  uni- 
form percentage  without  the  application  of  a  sliding  scale. 

The  fiiU  oMTiring  the  repartitioft  of  sources  of 
taxation  between  the  State  and  local  government 
aiithftritiftf  eBtertains  the  ..cession.,  to  the  latter,  of 
tax-receipts  (excluding  Income  tax) ,  such  as,  the  Land 
Tax,  Urban  Property  Tax  and  that  part  of  the 
Industrial  Tax  collected  as  paymei^  for  mdwtrial 
Ijll^snses,  whilst  at  the  same  time,  communal  bodies 
wovld  lose  the  right  to  suppleoMois  to  tiw  Tmover 
Tax,  to  excise  duties,  to  the  price  of  spirits,  to  a  share 
im  jUie  pKoeeeds  of  the  laoone  Taac,  to  AlicnatioD  Fees 
^md  to  Death  Duties. 
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The  aiorc-iBCBttaiied  aeheiBW  ham  hem  submit' 

ted  to  the  consideration  of  the  Financial  Council^ 
wlueh  in  the  matter  oi  tlie  Ittcom*  TaxvBiU  «ipi»ised 
the  opinion  that  the  introduction  of  a  system  of 
faractkmal  (•chedulary)  taxation  into  Poland  cottid  be 
realised  only  on  the  above  lines. 

This  latter  question  does  not,  however,  lend  itself 
to  immediate  solution,  in  view  of  the  impossUulity  of 
fixini^  the  requirements  of  local  government  authori- 
tie8«  largely  as  a  result  of  the  laek -of  systemic  aacl 
competent  legislation  on  the  subject. 

For  these  rmmoa  lha  Financial  Counol  advised 
that,  without  interrupting  the  work  already  begim  upon 
the  g^ieral  reform  ol.the  whole  fiscal  system,  only  the 
So-eaHed  little  fiscal  reform  can  be  realised  for  the 
present,  the,  chief  .£tiinc4>les  of  .which  would  be  as 
follows:  '  'S, 

1.  The  regulation  of  arrears  of  the  Extraordinary 
Property  Tax,  hith^to  collected  aocor^i^  to  the  Act 
of  August  11,  1923,  by  the-  diminution  of  the  contingent 
and  the  intfoduftHon'Ol  a:  muderata  pamwneat.  Property 
Tax,  without  a  sliding  scale,  in  order  to  fill  up  the  gaps 
left  m  the  budget  by  the  cons>dgrabile  diwMnuticm  of 
the  contingent  of  the  Extraor(HnAry  Property  Tax; 

2.  The  abolitum  of  the  fwesent  sliding  scales,  and 
the  sdbstitution  of  revised  ones  for  tiie  Land  Tax,  and 
the  revision  af  the  classifications  of  land. 

Bemg  of  the  same  opinion  as  the  Financial  Council, 
I  have  prepared  the  requisite  projects  for  taxation  leg- 

DT  a  Sl»te< -httiying-pr^>erty 

Tax  for  rural  districts. 

The  Jhtrai  Building  property  Tax  is  i^oiected-onif 

as  an  extremely  light  tax  on  dwelling-houses  and  facto> 
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ry,  commercial  and  industrial  buildings,  with  the 
exemption  of  farm  buildings. 

This  tax  should  yield  about  60  million  ziotys,  the 
augmentation  of  the  Land  Tax  would  also  bring  in 
ahm^  60  million  ziotys,  whilst  the  yield  of  ^  per  ma' 
nent  Property  Tax  has  been  estimated  at  about  100 
aiUioB  ziotys. 

The  actual  augmentation  of  Treasury  revenues 
will,  after  writing  off  amounts  impossible  of  collec- 
tion and  annulments,  amount  to  about  200  million 
ziotys  per  annum. 

The  Government  intends  to  assign  these  receipts 
in  their  entirety  to  the  improvement  of  the  living  con- 
ditimis  of  state  employees. 

Finally,  I  must  devote  a  few  words  to  that  most 
unpopular  ol  our  taxes  —  tiie  Tiunover  Tax. 

This  tax  is  a  post-war  product,  and  has  been  intro- 
duced by  nearly  all  European  countries,  which  have 
gone  through  the  disease  of  inflation,  such  as  Germany 
and  Austria,  or  which  required  larger  means  for 
the  consolidation  of  their  national  existence,  such  as 
Czechoslovakia;  in  all  cases,  this  tax  has  been  gradual- 
ly moderated  by  the  lowering  of  the  scale.  The  Turn- 
over Tax  was  introduced  into  Poland  in  1923,  at  a  rate 
of  2%  of  the  turnover,  and  ah-eady  haK-way  through 
1925  was  greatly  moderated  by  the  differentiation  and 
lowering  of  the  scale. 

The  Government  intends  still  further  to  moderate 
tills  tax  in  pcoporttoii  to  the  augmentetioa  of  levenue 
from  other  sources,  and  the  Ministry  of  Finance  is 
now  engaged  in  conducting  studiea  on  the  eventual  re^ 
duetion  of  the  scale  of  this  tax  to  1  %  for  all  trading 
tradertakings. 


I 
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II.  THE  TRADE  BALANCS. 

In  ol  PoU^  Treasury  poUcy,  it  should 

not  be  forgotten  that  it  has  two  aspects  —  the  budget 

and  that  pi  tb^  mreQfly' 

In  connexion  with  this,  I  cannot  dissemble  the 
fears  which  I  entertain  as  to  the  way  our  trade  balance 
is  shaping. 

The  balance  of  trade  showed: 

in  1924,  a  deficit  of  212^  million  gold  zlotys  (ac- 
cording^ to  the  old  parity  of  the  zloty); 

in  1925,  a  deficit  of  330.8  million  gold  zlotys; 

in  1926,  a  surplus  of  409.8  niilUon  gold  zlotys; 

in  1927,  again  a  deficit  whicil  aflioiiBled  to  221.1  mil- 
lion §i»ld .  isaiMQSf  corresponding  to  380.6  million 
zlotys,  according  to  the  new  parity  of  the  zloty. 

It  should  also  be  borne  in  mind  that  other  items 
of  our  balance  of  payments  likewise  present  imfa- 
vourable  results. 

The  more  favourable  shaping  of  our  import 
trade  by  increasi^d  imports  of  indispensible  raw- 
materials,  semi-manufactured  goods,  and  machinery* 
coupled  with  a  relative  increase  in  the  percentage  of 
non-essentials  and  articles  of  luxury,  by  no  Jgrnw 
dispels  the  danger  threatening  us  from  that  side. 

There  is  a  theory  that  an  adverse  balance  of  pay- 
ntftte  need  not  praMge  danger  as  long  as  the  budget 
is  balanced,  since  a  properly  functioning  bank  of  iSMie 
is  booad,  as  geld  and  foreign  currencies  flow  out  of 
the  country,  to  limit  its  bank-note  dreolatiiin  by  orwiit 
restriction. 


\ 
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Thia  ^theory  is  iinsDiritd-insoiar  as,  under  present 

conditions,  the  diminution  of  monetary  circulation  and 
the  iMtriotioo.  of  cvedit  l»  at<H»uatsy  tntfaiiBg  from 
a  lack  of  cash  and  credits,  must  evoke  a  serious  eco- 
nomic crisis,  and  create  condtliona.  under  whidtithft 
maintenance  of  a  balanced  budget  would  become  most 
di||i(||]lt|  9^  perhaps  even  in^>ossible  of  achievement. 

In  view  of  this  danger,  the  Government  has  been 
forced  to  valcMiMF  viiBtiMBif  duties  on  tiie  strengtii  of'the 

aUy|horis£ition  it  possessed  to  deal  with  customs  policy. 

"  By  a  decree  of  the  President  of  the  Republic, 
dated  February  13,  1928,  an  agio  of  30%  was  applied 
to  the  majority  of  goods  listed  in  the  customs  tariff;  the 
full  valorisation  of  72%  was  applied  to  luxury  articles; 
at  the  same  time,  essential  food-stuffs  were  exempted 
from  valorisation,  as  were  also  artificial  feittiUxera 
and  raw  miat«ials  neeessary  for 

This  order  cannot,  however,  decide  how  our 
foreign  trade  will  shape  in  the  more  distant  future. 

The  centre  of  gravity  of  the  whole  ftucstion  lie* 
in  the  developmsnt  of  oar  ^artemal  eypawaow,  im  9»  Aw 

growth  of  otu*  export  trade. 

A  permanent  and  asstured  increase  of  exports  is 

ni.    THE  DEVELOPMENT  OF  PRODUCTION. 

Hie  financial  prosperity  of  every  country  is 
closely  bound  up  with  the  development  of  its  eco- 
nomic life* 
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The  year  l%t7  was  exceptioaaUy  favinwable  from 

the  economic  point  of  view. 

A  coMidTaMc   tfo^i*^  ^  prodiiolMHi  can 

perceived  in  almost  every  branch  of  industry,  as  is 
bone  mA-hy  tiie  foMowiag  data;  > 


t                                   '     .  ' 

1926 

1927 

Percentage 

Increase 

Absolute  values 

as 

compared 
^1916 

Grade  IroBs  itt  1000  to«s 
Cast  steals   mm      h  * 

Pressed  and  rolled  products: 
in  1000  tons  .  .  .  .  . 
Iron  ore:  in  1000  tons  .  . 
Grade  Spelter;  ia  1000  t<ms 
Sheet^siae;  '  „ 
Crude  lead:  „ 
Coal:  in  millions  of  tons. 
Potash  Salts:  ia  1000  toas 
Cemeat:  m  m  m 
Sagar:^  ia  1000  qahilals 
Paper:  ia  10  tea  wagoas 


rf 


ff 


327 
788 

563 
316 
134 
9.7 
26.3 
35,7 
180 
557 
5.144 
8.837 


618 
1.247 

926 
538 
ISO 
IM 
29.1 
38.1 
276 
784') 
5.282 
II 


+e9»/. 

+587o 

+64% 
+700/0 
+21% 
+61% 

+  11% 
+  8% 
+53% 
+41% 

+  y/» 

+34% 


Economic  progress  is  further  illustrated  by  sta- 
tistics of  file  movcmeifti'of  shipping  in  our  ports; 

1.  The  traffic  of  the  port  of  Gdynia  in  1927 
amounted  to  839,000  reg.  tons  as  compared  with 
413,000  reg.  tons  in  1926;  .  ^  ^ 


^)  Approximate  figures. 

^)  From  the  beginning  of  the  campaign  to  January  31  st.r 
figUKCs  ill  terms  of  wbite  sugar. 
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2.  The  t«iific.of.the  port  of  Danzig  totalled 
7,832,000  reg.  tons  in  1927,  as  against  6,828.000  reg. 
tdas  ia  the  previous  year* 

RaUway  freights  increased  greatly  and  the  average 
daily  nualMr  «l  lowkd  15  ton  w^gPfts  in  1927  was 
16,200  as  against  HjOOO  m  1926. 

The  nwabesof  workman  hours  worked  in  the  man- 
ufacturing, mining  and  smdting  industries  wasi 
462.5  mUlioii  in  the  first  half  of  1927 
552.3  million  in  tlic  second  half  of  1927. 
TBs  rcpresi^  a  «oiiBidefaMe  increase  over  the 
^^es  for  previous  years  which  were: 

First  half  of  1925   *   .   .   444.3  mUlion 
Second   „    „  .    •    •    429.7  „ 

First   „    „  1M6   .   .   .   356.5  „ 

Second   „    „  " 

In  connexion  with  the  above,  the  number  of  reg- 
istered unemployed  dropped  greatly,  amounting  in 
December  to  165,000;  the  figures  for  the  corre- 
sponding months  in  1926  and  1925  having  beeli  190*000 
Imd  251,000  r^pectively. 


We  should  exert  every  effort,  not  merely  to  main- 
tain this  favourable  state  of  affaires,  but  to  further  con- 
tinue to  mak^  fresh  progress.  ■ 

Upon  what  is  it  that  our  rate  of  progress  m  the 
fi^d  <rf  ecoaoaaie  endeavour  d^wids? 
'  Poland  is  endowed  with  greater  natural  resources 
than  many  Western  European  countries,  we  have 
at  our  disposal  an  excess  of  labour,  we  possess  A  sof- 
fieiaitly  numerous  ■p^olessioaaUy  trained  educated 
class.  We  lack  but  one  factor,  aud  that  is  mpML  ' 
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From  the  point  of  ^nmw  4>i  f inancwl  rmBmrcm,  we 
occupy,  imfortunattely,  one  of  the  last  places  in  Europe. 
We  continue  to  pass  through  a  period  «l  JV^nf^iimifk 

Poland  possesses  scarcely  28  fold  francs  per  head 
<^  poptilatioii,  whihi  m  i923  — "-^f^Tiw^  fijiirit 
for  the  United  States  was  118  gold  francs  per  head, 
for  England  213  gold  francs,  for .  Czechoslovakia  81 
gold  francs,  ^  Germany  90  golct  Irancs  and  ior  Italy 
95  gold  francs. 

It  follows  from  this,  that  a  predominant  place  in 
our  financial  and  eamomic  policy  must  be  given  to  the 
necessity  of  accelerating  the  process  of  capitalisation 
and  of  improving  existing  credit  conditions.  . 

I  have  therefore  given  very  careful  consideration 
to  this  prohleSL  ,  ,  ■ 

IV.   THE  PROBLEM  OF  CREDITS. 

*JJ2JJ*        During  my  tenure  of  office,  legislation  coyering 
bath  banking  and  credit  policies  has  been  regulated, 

and  a  more  effective  supervisiqq 
introduced. 

The  reform  of  private  banking  conditions  has  been 
carried  out  within  the  limits  outlined  by  the  Seym. 

The  issued  capitals  of  the  state^  haidks  have  been 
increased,  that  of  the  National  Economic  Bank  by 
85  million  zlotys  to  a  total  of  120  million  zlotys,  .a«4 
that  of  the  State  Agrarian  Bank  by  75  million  zlotys 
to  a  total  of  m  T^m  MY^'  .  ....  ■  :/  : 
Attad^g  special  importance  to  agricultural  pro- 
duction, I  have  elaborated  a  plan  for  wider  cutdtt 
f adKliM  lof  agriculture,  in  particular  in  the  form  of 
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medium-term  1om»  fersmall-holders,  andior  purposes 
of  land  amelioration. 

Long-term  loant  wttl  be  granted,  through  the  inter- 
mediary of  communal  savings  banks  and  credit  co-  . 
operative  societies,  for  the  purdiase  of  Uv^^tock  and 
y^^jjptny^it,  agricultural  tools  and  for  the  payment  of 
burdmisome  debts. 

The  land  amelioration  loans  scheme  is  based  on 
the  issue  of  "Amelioration  bonds  *  by  the  State 
Agrarian  Bank  and  the  balancing,  by  means  of  an 
allocation,  from  the  budget  funds,  of  the  difference  be- 
tween the  actual  rate  of  interest  of  these  bonds,  and 
the  reduced  rates  paid  by  the  borrowers. 

This  has  necissitatcd  an  amendment  of  the  State 
Agrarian  Bank  Act,  which  wb  duly  effected  by  a  de- 
cree of  the  President  of  the  Republic. 

Legal  regulations  as  to  agricultural  collateral  se- 
curities have  also  been  promulgated,  which  will  facili- 
tate the  obtainig  by  fMnaers  of  short-term  credits 
against  a  stock  and  corn  collateral. 

Since  the  rate  of  ottr  economic  devdopmeot  must,  ^hfj**;;^; 
at  all  costs,  be  accelerated,  in  view  of  the  consohdatkm 
of  our  organisation  tta  a  State,  and  of  the  competition 
of  other  more  industrialised  countries,  I  considered  my 
cMef  task  to  be  i^^(^lmD§  mkQ  9^0^^  relations 
with  foreign  capital,  and  to  secure  the  entry  of  Poland 

After  having  taken  the  necessary  measures  for 
the  gaining  of'OOirfideKe  dbroadt  and  as  a  result  of 
protracted  negotiations,  the  Stabilisation  Loan  waa 
armfled  in  NoMibef  19^7,  Ihcougli  the  agency  of 
first-class  American  banks,  for  a  nottiaal  suii  of-.12 
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milliQn  dollars.  Ibis  hom  wa&  bas«$tuiK>a  4h«  loUowiiig 
pUm: 

1)  Btidiet  9q^m^kmm  to  mt  upon  a  firm  and 

durable  basis; 

2)  Hic  Gofcfiniieiif  to  issue  no  further  loans  for 
ordinary  budget  purposes  for  a  period  of  three  years; 

3)  The  currency  to  be  stabilised  de  jure; 

4)  Treasury  notes  to  be  withdrawn  from  cir- 
culation, a  half  of  their  value  (i,  e.  a  sum  of  140  million 
zlotys),  to  be  replaced  by  silver  coinage. 

5)  The  total  issue  of  silver  and  token  coins  not  to 
exceed  320  million  zlotys; 

6]  The  capital  of  the  Bank  of  Poland  to  be 
increased  by  50%; 

7)  The  sUttitory  cover  of  the  Bank  of  Poland  to 
be  raised  to  40%  and  to  apply  to  all  liabilities,  both 
banknotes  and  deposits; 

8)  A  special  Treasury  reserve  deposikejd 
with  the  Bank  of  Poland; 

The  Ministry  of  Finance  has  allocated  the  follow- 
ing mm  from  the  Loan  for  the  realisation  of  this 
plan: 

a)  140  million  zlotys  for  the  redemption  of  a  half 
of  the  Treasury  aetos  now  in  eifeiriaiioB.  <' 

b)  90  million  zlotys  for  the  purchase  of  silver, 

c)  75  million  zlotys  for  the  iatiVeasing  the 
capital  of  the  Bank  of  Poland. 

d)  75  million  zlotys  for  the  onatieii  of  a  liquid 
Treasury  reeerve  in  the  Bank  of  Poland. 

e)  25  million  zlotys  for  the  redeaption  fNUFtrof 
the  iioaling  debl  of  the  Treasury. 
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The  remainder  the  Loan,  amounting  to  141  mil- 
lion zlotys,  has,  according  to  the  plan,  been  assigned 
for  a  credit  fund  for  agriculture  and  for  State  enters 

As  you  are  aware,  Gentlemen,  the  Stabilisation  *^^f*'^^^" 
Plan  has  met  with  numerous  objections.  stabilisation 

Critics  of  the  Plan  raise  the  point  that  only  an 
insignificant  portion  of  the  loan  is  being  used  for  eco- 
nomic purposes,  and  certain  of  our  financial  authorities 
even  go  so  far  as  say  that  the  funds  allocated  to  other 
items  are  being  used  unproductively. 

They  consider  that  the  withdrawal  from  circula- 
tion of  Treasury  notes  is  nee^ess  and  evm  harm- 
ful, and  include  the  increasing  of  the  capital  of  the 
Bank  of  Poland  amongst  the  unnecessary  expenses, 
and  so  on. 

It  is  also  stated  that  the  Loan  has  not  fidfiUed  the 
hopes  placed  in  it,  —  that  it  has  not  served  as  a  key- 
operation  assuri^g  the  influ^^  of  i^i^^^ j^iia^  x^q 
Poland. 

Happily,  these  objections  emanate  mainly  from 
those  circles  which  had  been  accustomed  to  profit  from 
inflational  conjunctures,  and  which,  hoping  for  the 
re-establishment  of  the  inflational  paradise,  cannot 
reconcile  themselves  to  a  plan  which  spoils  their  calcu- 
lations. 

The  Stabilisation  Plan  was  the  subject  of  exhaus- 
tive discussiv^n,  not  only  in  the  Cabinet,  but  also  in  the 
Financial  CoiUicil,  and  in  the  Council  of  the  Bank  of 
Poland. 

The  decisions  arrived  at  are  based  upon  a  detail- 
ed analysis  of  our  econoauc  eonditioas;  '  ^ 
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After  the  unfortunate  expeiiment  of  192,4*  wlien 
wm  lode  tiM  risk  4^  iatrocktcing  a  gold  currency  with- 
out sufficient  reserves,  and  without  the  support  of 
a  balanced  State  bud^t;  and  aft^  the  resulting  se- 
vere financial  crisis  of  1925,  which  compromised  the 
country,  a  fact  which  was  all  the  more  painful,  in  that 
the  civilized  world  had  no  definite  opinion  as  to  our 
organising  ability;  we  were  obliged  to  make  far-reach- 
ing sacrifices  in  order  to  dispel  the  atmosphere  of 
lack  of  confidence  and  prejudice  which  had  arisen, 
chiefly  from  our  own  fault. 

I  was  never  a  supporter  of  the  policy  of  hastening 

the  legislative  stabilisation  of  the;  zloty.  , 

I  would  have  preferred  that  the  de  jure  stabilisa- 
tion of  the  sloty  had  been  praceded  by  a  longer  pe> 

riod  of  budgetary  equilibrium,  and  of  de  facto  sta- 
bilisation. 

We  could  not,  however,  afford  to  ignore  the  opin- 
ion of  foreign  finance,  which  conditioned  its  co-oper- 
ation with  us  upon  the  carrying  out  of  this  reform. 

Prof.  Kemmerer  had  already  advised  the  speedy 
settlement  of  this  question,  on  condition  that  the  cov- 
er of  the  Bank  of  Poland  be  increased  at  least  to 
60fo. 

Inunediately  it  was  agreed  to  take  decisive  sleps 
towards  monetary  reform,  the  Government  decided  to 
base  the  new  Polisjh  currency  ^poi^  as  iicm  and  4u~ 
rable  foundations  as  possible, 

hi  the  first  place  tiie  prkictple  was  accepted  that 
no  banknotes  may  be  in  circulation  other  than  those 
of  the  bank  ol  IttHii  imil  ^Hkm  Iwmmirf  notes  smied 
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by  previous  Cabinets  for  budget  purppscs  ^hoiUd  thew- 
t(»te  he  withdrawn. 

Treasury  notes  represent  the  worst  form  of  a  Na- 
tional Debt,  and  this  debt,  as  being  dan^ous  to  na- 
tional finance,  should  be  paid  off. 

We  coold  not  aflord  to  ignore  the  experience  of 
1925,  when  the  Treasury  notes  were  the  chief  cause 

of  the  collapse  ol  oiir  ciurrency p 

An  expenditure  for  the  regulation  of  our  monetary 
system  cannot  be  considered  to  be  unproductive  if  it 
was  necessary  in  order  to  gain  the  confidence  of 
ioreign  iinancial  circles  and  if  we  do  not  close  our  eyes 
to  the  benefits  accruing  to  our  economic  life  as  a  cesHli 
of  currency  stabilisation. 

Other  items  included  in  the  Stabilisation  Plan  can 
directly  be  utilised  for  productive  purposes. 

This  remark  does  not  only  refer  to  the  sum  of  141 
million  zlotys,  allocated  for  credit  support  of  agricul- 
ture and  State  enterprises,  but  also  to  other  items. 

The  Government  holding  of  Bank  of  Poland  stock, 
to  a  value  of  75  million  zlotys  will,  according  to  the 
Plan,  be  sold  to  tiie  public,  and  the  funds  so  gamed 
assigned  to  economic  needs. 

The  creatkm  <^  a  T^tttMary  reserve  el  75  miltion 
zlotys  in  the  Bank  of  Poland,  will  enable  a  part  of 
4ke  hmAtfKt  ^MoaoaMS  ^  be  sn^plofEed  ior-  investment 
in  State  enterprises. 

.     I  have  already  spokaa  iif  ike  prof  sci  ol  the  assiia- 

ment  of  88,160,000  zlotys  for  these  investments. 

U  tiksUa&fllioiidiaflapilal  iaiQ  Polaad  has  not 

attained  the  dimensions  expected,  the  cause  of  Uns 
«af  ha  sought  aisewherei  h|it  crrtainly  not  in  the  Gov- 
.atament  Stabilisation  Plan. 
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Apart  from  the  harmful  influence  of  certain  events, 
which  temporarily  clouded  tlie  honaos  ^'Om  'i»em^ 
policy  towards  the  end  of  1927,  we  owe  this  to  the 
Polisli  BpecMc  natioiial  idei^o^^  to  whkb  I.^have 
already  referred,  and  which  has  led  even  the  most 
serious  iastttatioiis  to  tieat  the  ^iere  oi  iorea^  iiaan- 
cicrs  with  diffidence,  preferrmg  to  avoid  trouble  and 
considering  it  to  be  eaner  and  simpler  to  apply  ex- 
clusively to  the  Ministry  of  Finance  for  creiit  as- 

!  have  had  to  lose  considerable  tune  in  proving 
that  the  state  banks  cannot  be  the  chief  sources  of 
credits,  and  in  particular,  that  the  National  EooMouc 
Bank  cannot  be  a  source  of  credit  for  the  larger  towns. 

The  state  banks  have  before  them  a  nttniber  of 
other  functions  for  accomplishment. 

After  long  hesitation,  the  Coimcil  of  the  City  of 
Warsaw  has,  as  you  are  aware  secured  an  American 
investment  loan  for  a  nominal  sum  of  g  10,000,000. 

The  town  of  Poznan  has  also  secured  in  London  a 

Ipan  of  L.  500,000  sterling. 

Certain  of  the  larger  industrial  concerns  have  also 
received  considerable  foreign  loans.  ... 

Loans  tor  the  town  of  Lodz  and  lor  Upper  Sile- 
msL,  the  latter  as  an  autonomous  unit,  are  also  at  pres- 
et under  consideration.  .1(1    •} ' 

The  Ministry  ol  Finance  is  coaawneiag  negotia- 
tions for  the  issue  of  a  loan  for  railway  investments 
with  the  same  gioup  of  bankers-  throu^i  whose  aj|ency 
the  Stabilisation  Loan  was  received.  h-»v».f,»t.j 

At  the  same  time,  the  ground  is  being  prepared  for 
the  placing  abroad  of  large  litdck»  of  iMiPtgage  tendi. 
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limd  fw*ti>'-*«'*»  andcomoumal  bwi^  of  the 

National  Economic  Bank.  -  ..  !  . 

I  attach  the  greatest  importance  to  the  last  named 
operation,  i.  e.  to  Ae  gaining  of  fofeigo  markete  for 
the  sale  of  mortgage  and  other  bonds. 

This  is  essential  to  the  development  of  our  long- 
term  credit  system,  which  cannot  be  reconstructed 
from  our  own  resources,  as  owing  to  the  insufficieKl^* 
pacity  otour  domestic  market;  such  credits  have  amost 
decisive  influence  upon  •gricttltoral  .»r«^Mition, 
which  is  the  basis  of  our  existence. 


It  can,  in  any  case,  he  stated  that  a  decisive, 
change  has  already  taken  place  in  the  development  «f 
our  crecKt  tmMkma^  mkd  that  Poland,  as  a  State,  and 
as  an  economic  unit,  is  no  longer  «q?osed  to  theien^ 
of  <a>edii  isolation.      •    r  < 

The  results  attained  would  undoubtedly  be  consid- 
erably better,  and  credit  oooditipoS'  more  advanta- 
geous, had  the  criticism  of  the  work  of  the  Govern* 
ment,  emanltltBg  from  cert^.  parties,  taken  into  ac- 
count the  actual  conditions  under  which  tine  woik  has 
to  be  done,  and  not  underm«ie4  foreign  confidence  in 
the  Polish  State. 

I  would  tMrt  one  question  to  the  critics: 

What  would  have  happened  had  the  Stabilisation 
Loan  been  refused,  and  there  wiwe  no. iomign  credits 
at  jwe^SntJiliering  into  Poland  in  various  forms? 

Do  they  consider  that  the  •dv*lt*-#«de  balance 
iVQuld;«K4.in  ibat  case  have,  exerted  its  influence? 
i  I  can  foretell  what  ansim  I 
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I  should  be  told  that  the  Government  should  not 
have  allowed  an  adverse  trade  balance  to  supervene. 

This  is,  however,  easier  to  say  than  to  do. 

A  enrtain  portioii  of  the  Press  has  for  several 
months  past  been  printing,  in  heavy  block  type,  the  fi- 
jms  for  the  trade  balance  deficits,  has  attacked  the 
Government  and  expressed  the  niost  gloomy  lore- 
hedti^. 

We  may,  however,  search  in  vain  for  any  suggest 
tioAS  oa  the  part  of  the  Press  as  to  how  to  remedy 

this  evil. 

I,  for  my  part,  consider  that  our  adverse  trade 
balance  is  due  chiefly  to  a  natural  tendency  towards 
tile  reconrtruction  sad  imprammeni  of  our  mdustry, 
and  that  the  moderate  deficits  caused  by  the  econom- 
ie  xe-€OB8tructio!i  cif  the  cmmtry,  do  not  coastitttte 
a  danger,  as  long  as  we  do  not  hinder  each  other  in 
our  work  and  refrain  from  undermmtng  our  credit 
abroad. 

I  woM  m  pncqkle  be  oppoaed  to  the  valorisa^ 

of  Customs  duties,  since  the  rate  of  influx  into  Poland 
of  capital  for  predudiite  pwrposes  wouU  eofvespond 
to  our  intended  investment  plans. 

la  ooBebdaBi  this  aectaon  deiding  with  the  Sta- 
bilisation Plan,  I  cannot  pass  over  in  silence  those  of 
its  points  selama^  to  the  "Aiiievicaa  Fiuaiaal  Ad- 
viser  . 

The  a^nisuon  of  aa  "  adviser"  kito  the  Council 
of  the  Bank  of  Poland  was  a  condition  of  the  granting 
^  the  ^tabtlisatien  Lean, 

Th€»se  who  state,  however,  ^t  the  budget  and 
credit  policies  of  Poland  have  been  subjected  to  the 


decisions  of  a  r^c^eiit^iUve  of  foreign  finance  ar^ 
mistaken. 

The  adviser  has  the  power  of  "veto",  only  in  ques- 
tions connected  %irith  the  use  of  the  funds  derived  from, 
the  Loan;  he  has  the  right  to  see  that  the  allocated 
funds  have  in  reaUty  been  used  for  the  purposes  in- 
dic^t^d  in  the  Stabilisation  Plan. 

This  cannot  be  irksome  to  the  Government,  whidi 
ha«  not  any  intention  of  aUocating  these  funds  to 
pgipQ^es  ,9ther  tkan  those  included  in  the  Plan* 

The  Government  has  further  bound  itself  to  caH 
for  the  opinion  of  the  adviser  upon  foreign  loans  both 
for  State  and  local  government  authorities. 

The  Government  is  by  no  means  bound  by  the 
opinion  expressed  by  the  "adviser", 

I  shall  iiere  peralit  inyself  to  express  my  pro- 
found beUef  that  co-operation  with  Mr.  Dewey,  as  the 
"adviser  ",  will  not  lead  to  diffeculties  or  confUcts,  but 
will,  even  contribute  largely  to  the  further  favourable 
development  of  Polish  credit,  thanks  to  his  personal 
qualities  and  sincere  friendship  towards  us. 

,   A  balam4  bwdg^  WUpled  with  large   budget  Dj^l^ 
surpluses  on  the  one  hand,  and  the  stabilisation  of  the  wrfd., 
zloty,  based  on  fw-m  foundations  on  the  other,  has  •p**^^ 
cauied  a  regeneration  of  the  savings  instinct  in  our 
country.   _  — 

I  shall  <riiote  a  few  figures  expressing  the  increase 

in  deposits  in  our  credit  institutions: 
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Ban 

k 

January  1, 
1926 

January  1, 
1928 

in  millions  of  zlotvs 

^ank  of  Foland.  . 

49.0 

184.3  ' 

National  Economic  B 

ank  .   .   /  . 

77.1 

315.7 

State  Alrarkor  Bank 

4.9 

32.9 

Joint  Stock  banks 

a32.8 

799.5 

Postal  Savings  Bank 

*   •   •   ■    • ,  ■ 

6S.0 

201.0 

We  note  therefore  that  the  volome  ol  depeuts^JMft 
grown  threefold  during  the  past  two  years. 

This  has  led  to  the  gradual  lowering  of  the  dis- 
count rate  of  the  Bank  of  Poland  from  12%  to  8%, 
and  of  that  of  private  banks  from  24%  to  12%. 

Altheu^  w  are  tl^  v  far  friUki  idcal^  vomlitioas, 
and  the  discount  rate  in  Poland  is  considerably  higher 
than  in  otjiair  .4»i^iU«e4  ^pouatriiaa,  tibe.  xMults  attained 
constitute  nevertheless  an  invaluable  benefit,  to  oujf 
«fipnonucM<<e..,,,       .. .. ,  ■  ,  ;.,  ■  , 

T)a&  growth  in  credits  granted  by  our  financi^ 

insUtut^^s  Wy  ^MtiwglyiUuatrated  |>y4he  foUow- 
ii^  figoies: 


Private  ihort-temi  credit  banks. 
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1       '  . 

D  a 

t  e 

Balance  of 
credits  granted 
in  thousands 
of  ziotys 

December 

615J65 

December  31 , 

1926.   .  . 

784,358 

December  31, 

1927  .   .   .  ' 

1.324.093 

—  31 


The  above  figures  do  not  embrace  the  Bank  of 
Pehwd.'-rii'umiiir?*  >  k^-^*^  imtitirtfffnf  aiMi  ccH<^>era- 
tive  credit  societies. 


Short-term  Credits. 


Baianta daort^term  cracUte 

.       B   an   k     .  j  / 

^December  31, 

1925 

December  31f 

1927 

in  millions  of  ziotys 

National  Economic  Bank  .  . 

1  .... 

203.0 

*/ 

255.6  ■ 

State  Agrarian  Bank   •   •  • 

Poatal  Saviair  Bank  V .  :  . 

.  /  26.5 

42.6 

Total   .    .  . 

258.0 

1  4^9 

?'(^/  A  oenndefiMe  inerease  in  long-term  credits  can 
also  be  noted,  this  being  shown  by  the  following  bal- 


Long-term  Credits. 


B 


a  n 


Balance  of  long-term  credits 
Ranted  on 


December  31, 
1925 


December  31* 
1927 


kational  Econo^c  Bank  218^400.1M)0  mtf S     771.800.000  llOtys 


State  Agrarian  Bank  .  . 

jPrivate  long*term  credit 
institutions    (exc^unve  i 
of  converted  pre-war  | 
cradit^)  •  .  «  •  •  •( 


ioojOQOj|Miini«t 

- '  ft 

2.50(M1QO,^  r, 
7,400l0O0MUS 


1 1,800.000  Mlar&  ■ 


")  Approximate  figures  for  June  30,  1W7. 


n 


Building 


Bank  of 
Poland 


Tke  improvement  in  credit  conditions  has  assisted 
the  financing  by  thie  Ministry  of  Finance  of  the  build- 
ing movement  conducted  in  accordance,  with  the  Act 
relative  to  urban  building  sdienws. 

While  the  crests  asuigjafd  to  this  ptirpot^  in 
1925  and  1926  totalled  only  49,900,496  zlotys,  they 
rose  to  104,000,000  zlotys  during  1927  and  the  first 
two  months  of  the  current  year. 

The  further  finandng  of  this  movement  has  been 

checked  by  the  attitude  of  the  Seym  Committee  upon 
National  Debts,  which,  for  some  reason  incomprehen- 
sible to  me,  refused  th^  signatures  for  the  bonds  of 
the  Premium  Loan,  authorised  by  a  decree  of  the 
President  of  the  Republic  dated  March  ^,  1928. 

This  movement,  to  whose  development  I  attach 
great  importance,  lies,  after  all,  in  the  interests  of  the 

very  nmneroiis .  homeless  ^t^te  employees  and 
workmen. 

The  turning-point  which  has  been  passed  in  the 
m(»etary  situation  cannot  properly  be  understood  and 
appreciated  without  even  a  superficial  review,  of  the 
many  vidss^adM  through  which  the  Bank  of  Poland 
has  passed,  , 

Oui*  bank  of  issue,  founded  on  April  28,  1924,  de- 
veloped extremely  favourably  dturing  the  first  year  of 
its  existence. 

The  gold  and  foreign  exchange  cover  grew  con- 
stantly, attaining  on  December  31,  1924,  the  iotal  of 
357,4  million  zlotys,  as  compared  with  249.9  mjj[}io]]L,, at 
the  tine  the  Bank  was  established. 

Tl^  increase,  coincident  with  an  unfavourable 
trade  balance,  may  be  ascribed  partly  to  ^tiie  confidence 
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felt  by  the  community  in  the  currency  reform  and 
partly  to  the  mm^^  aitittiiii  o£  ^  iiMal  machine. 

The  situation,  however,  became  worse  in  1925,  inr 
crewingly  so  mooth  by  msmltk  in  spite  of  ih^  proceeds 
of  the  Dillon  and  the  Swedish  loans  (leasing  oat  •!  tlie 
Mateh  moBOPftly  ^9  a.^wedish  grom?),  as  a  result  of 
a  continually  adverse  trade  balance  and  of  the  poUcy 
of  budget  deficits. 

A  paradoxical  situation  existed  on  December  31, 
1925,  when  the  total  of  Treasury  notes  and  token  coins 
in  circulation,  issued  to  cover  budget  deficits,  consid- 
erably exceeded  that  of  the  Bank  of  Poland  notes, 
i,  e.  it  had  attained  a  figure  of  434  million  zlotys  as 
against  381  million  of  Bank  of  Poland  notes. 

The  cover  of  the  Bank  of  Poland  had  on  this  date 
fallen  to  the  level  of  131  million  zlotys. 

This  led  inevitably  to  the  rate  of  exchange  of  the 
isloty,  which  had  alrseady  been  shaken  in  August  1925, 
undergoing  incalculable  fluctuations. 

The  position  continued  to  grow  worse  from  the 
beginning  of  1926,  and  a  gradual  change  for  the  beMfr 
became  apparent  onlyx  If m  June  1936. 

Beginning  with  June  1926,  the  cover  held  by  the 
Banii  of  Poland  has  oodtinuaUy  increased,  and  at- 
tained o^ 

December  31,  1926  .   .  the  toUa  of  264.2  miUion  ilotff 
September  30,  1927  .   .  «      n     »  404J5     «  «, 
October  30.  1927  .   .   .  „      »     «  "  » 

when  the  conversion  of  the  gold  and  foreign  exchange 
reserves  was  effected  according  to  the  new  parity 
on  the  last-named  date. 
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Thtt  ttatanfsiB       ^Id,  aiid>  lac^ign 
according  to  the  balance  sheet  of  November  10,  1927, 
mrkiob  iadiulttd  tli^ffooeedft  ol  Ham  Stabiliaation  Loan, 

amounting  to  549.3  million  zlotys,  totalled  1303 
ffiiltion  zloiys. 

'  •  On  December  31,  1927,  this  reserve  amounted  to 
1,415^  miUioo  zkobfS        en  F«bntary  29,  1928,  the 

figure  remained  unchanged,  :r  >  i  -  .  < 

The  Bank  of  Ptrfand^  in  abcordaaet^  witk  Ha  Statute 

calculated  the  cover  of  banknotes  in  circulation  (1,175.3 
ntUion  zlotys  on  February  29, 1928)  to  be  70|}er  cent. 

If,  however,  the  entire  reserve  of  gold  and  foreign 
otrrendes  aerving  as  cover  for  banknotes  in  circulation, 
(excluding  demand  liabilities)  plus  the  reserves  not 
aerriiif  aa  oetar  be  con^pared  wttk  kanknotes  in 

circulation,  we  obtain  a  cover  of  132  per  cent. 

If,  iurtker  it  be  taken  into  consideration  that,  as 
a  consequence  of  the  Stabilisation  Loan,  the  Bank  of 
Pokoid  has  gained  a  currency  mdit  of  $  20,000,000 
in  the  more  important  banks  of  issue  of  the  world,  and 
tkat  TMflfnry  aoliis  iraU  be  entirely  ^Hthdrawn  from 
circulation,  we  must  arrive  at  the  conclusion  that  the 
Polish  cucrency  ia.  iestabtisbed  on  m  tStfeptionally 
firm  ba8i4, 

I  oonsiiler  that  this  basis  is  unshakeable,  as  long 
as  we  continue  to  conduct  an  economical  and  cautious 
financial  policy. 

The  increasing  of  the  share  capital  of  the  Bank 
of  Poland,  wkkh  I  have  already  mentioned  whilst  sum- 
oentribute  towards  the  strengthening  of  the  basis  of 
mariaiag  the  Gov«miMnt's  stabilisation  plan,  will  also 

our  cmrency. 
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The  capital  of  the  Bank  of  Poland  (issued  and  re- 
serve) amounts  to  244,434,640  zlotys,  an  eqnivaleat  of 
over  $  27,000,000  which  constitutes  quite  a  consider- 
able amount  under  our  present  c<mditi<ms. 

The  Bank  of  Poland  can,  in  connexion  with  tiie 
increase  of  its  cover,  cimsiderably  extend  its  discount 
operations. 

The  bill-portfolio  of  the  Bank  of  Poland  has 
already  grown  from  321.4  million  zlotys  on  December 
31,  1926  to  456  million  zlotys  on  December  31,  1927. 

The  possibilities  of  further  development  are  very 
l^reat,  if  it  be  taken  into  consideration  that  with  the 
pres«it  state  of  its  balance  sheet,  L  e.  as  on  February 
29,  1928,  the  Bank  of  Poland  is  authorised  to  increase 
the  amount  of  its  notes  in  circulation  by  1,255  million 
zlotys. 

This  is  one  of  the  consequences  of  the  Stabilisa- 
tion Loan. 

The  policy  of  the  Bank  of  Poland  should  develop, 
within  statutory  limits,  along  more  liberal  lines. 


The  economic  reconstruction  of  Poland  requites 
long  years  of  painstaking  and  systematic  efforts  and 
in  concluding  this  speech  I  must  tmce  again  sound 
a  warning  against  undue  optimism. 


